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COMMISS ON MEETING
THURSDAY, JULY 12, 2001
MINUTES

Chair Orr called the meeting to order at 1:30 p.m., at the DoubleTree Hotel in YakimaValley. Chair Orr introduced the
following attendees:

MEMBERSPRESENT: COMMISSIONER GEORGE ORR, CHAIR;

COMMISSIONER CURTISLUDWIG,;
COMMISSONER LIZ McLAUGHLIN
COMMISS ONER MARSHALL FORREST;
COMMISSIONER ALAN PARKER;
SENATOR MARGARITA PRENTICE;
SENATOR SHIRLEY WINSLEY;
REPRESENTATIVE JIM CLEMENTS

OTHERSPRESENT: BEN BISHOP, Director;

ED FLEISHER, Deputy Director, Policy & Government Affairs;
ROBERT BERG, Deputy Director, Operations;

CALLY CASSHEALY, Assistant Director, Field Operations;
DERRY FRIES, Assistant Director, Licensing Operations;
AMY PATJENS, Manager, Communications & Legal Dept.;
JERRY ACKERMAN, Assistant Attorney General;

SHIRLEY CORBETT, Executive Assistant

Chair Orr began the meeting by asking for apoint of personal privilege and pausing to reflect on the loss of the lives of four
firefighters at recent wildland fires. He reminded the audience to keep life in perspective as they deliberate over win-lose
issues.

1.

REVIEW OF AGENDA:

Amy Patjens, Manager, Communications & Legal Department, noted there were no changes to Thursday’sagenda. A
staff legislative report will be presented by Ed Fleisher on Friday, providing information about |egislation the agency
would like to see proposed during the next session. Bob Berg will provide a staff report on administrative citations,
which isanother tool for field agents on limited types of violations. Two rulesare up for final action, relating to the
electronic facsimiles of cardsrules. She noted that additional |etters were received regarding this rule after the printing
of the packet. The Phase Il Review Ruleisalso up for final action and there are two rules up for discussion. Staff will
ask that the Card Room Promotions Rule be held over for discussion for another month. Staff islooking at the whole
issue of promotions, particularly when an opportunity to gamble isthe prize that is being given away. The Petition for
Rule Change to decrease license fees for limited fund raising events will be heard last; there are two similar petitions that
have been merged together.

NEW LICENSES CHANGES, AND TRIBAL CERTIFICATIONS

Commissioner Forrest made a motion seconded by Commissioner M claughlin to approve the new licenses, changes
and tribal certifications listed on pages 1 through 25 of the agenda packet under License Approvals. Vote taken; the
motion carried with five aye votes.

MANUFACTURER REVIEW:
TamRuta Gaming Enterprises, Inc., Seattle:
Monty Harmon, Program Manager, Financial Investigations Unit, reported this organization is located in Seattle. Steve
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Tamuraand Ron Furutaformed the start-up company. If licensed as a manufacturer, the company intends to distribute
their game scheme in the commercial card rooms and tribal casinos. TamRuta Gaming, Inc. was incorporated in the state
of Washington in January 2001. On April 23 the corporation applied for a Class B manufacturer's license to sell anew
card game scheme called Asian Stud. At the time they submitted their application, they also applied for a Class B
distributor’ s license and staff recently approved that license. TamRuta Gaming has no gaming licenses, permits or
certificationsin any other jurisdictions. However, Steve Tamura and Ron Faruta are both licensed card room employees
and currently are employed at the Drift-On-In located in Shoreline. Their licenses are in good standing with the
Commission. On May 6, 2001, agents conducted afinancial and criminal background review and reviewed the game for
its qualificationsin thetribal and card room areas. There were no problems indicated during their reviews. Investigative
procedures were performed to verify stock ownership and it was determined that the company was not engaged in sales
activitiesthat were not allowed in Washington State. In addition, the Articles of Incorporation, Bylaws, financial
statements, and other information submitted by the applicant were reviewed. Criminal and personal history background
checks were al'so conducted. No disqualifying information was noted. Based on the review performed, there is no
indication of a hidden ownership or unlicensed patent holders or the intent to manufacture their gaming equipment
through unlicensed entities. A limited review of their source of funds was completed and there were no problems.
Based on the results of the investigation, staff recommends licensure of TamRuta Gaming Enterprises, Inc. to
manufacture and distribute gambling equipment.

Steve Tamur a, President and stockholder for TamRuta, was introduced and he provided a brief profile of his
professional experience. Commissioner Ludwig asked if Asian Stud had received approval from the director. Mr.
Tamuraaffirmed.

Commissioner L udwig made a motion seconded by Commissioner Forrest to approve licensure for TamRuta Gaming
Enterprises, Inc. to manufacture and distribute gambling equipment. Vote taken; motion passed with five aye votes.

4. GROUPIV QUALIFICATION REVIEWS
Columbia Basin Domestic Violence Services, Kennewick:
Monty Harmon, Program Manager, Financial Investigations Unit, reported this organization was formed in 1976. Its
mission is to provide advocacy and support services and shelter for victims of domestic violence. Licensed since 1975,
they have 15 active members who also serve as board members. The Columbia Basin Domestic Violence Services
provided numerous program servicesto their clients who consist primarily of women. In the year 2000, more than 2,900
women and children were assisted and thousands more received community consultation and education viapublic
information sessions and the use of the media. Their shelter provided over 4,400 overnight staysto victims. The
organization provided emergency shelter, food, clothing, counseling, medicine and shelter. Anger management and
perpetrator treatment programs were provided on afee-for-service basis for the organization. For fiscal year ended
December 31, 2000, the organization met its required combined net return percentage of 10 percent for its Class | Bingo
operations by achieving a 15.7 for net return. The organization also met its program service requirements. There were
excessive reserves as aresult of the sale of their Bingo Palace building at the end of the year. That facility is now being
rented by the organization while they secure anew location. They plan are to purchase a replacement building that will
more cost effectively house the organization and the Bingo facility. At present, there are pending administrative actions
against the organization; however, staff recommends that Columbia Basin Domestic Violence Services be approved asa
charitable organization and be authorized to conduct gambling activitiesin the state of Washington. Thomas M organ,
General Manager, was introduced.

Commissioner Ludwig inquired about the pending administrative actions. Mr. Harmon responded this organization
was up for their 1999 review and the pending action related to timely submitting information for the last qualification
review performed. Robert Berg, Deputy Director, pointed out that the nature of the violations did not go to the issue of
being qualified.

Commissioner M cL aughlin commented that the Bingo net income went up considerably and asked if that was because
of the sale of the building. Mr. Harmon affirmed it was approximately a $300,000 gain. Commissioner M cLaughlin
observed that it seemed they were not taking it all out in one year and asked if that was due to a change in management
or the sale of the building. Mr. Morgan affirmed it was due to both factors. He noted that his organization has
purchased another building located in Clearwater, which they are in the process of remodeling. Itisin ahigher profile
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location, has better parking, and is abigger building with 30,000 square feet. Mr. Harmon referred to Commissioner
McLaughlin’s question regarding the “other than gambling revenues’ where the sale of the building isreflected. He
clarified that it shows a $300,000 increase on the first line, but the increase of $100,000 may be related to an allocation

that they make thisyear in order to stay in compliance. The agency allows licenseesto donate the use of their building to
other organizations, and they had a $70,000 expense reduction that would have impacted their income.

Commissioner L udwig made a motion seconded by Commissioner M clL aughlin to approve Columbia Basin Domestic
Violence Services as a charitabl e organization and that they be authorized to conduct gambling activities in the state of
Washington. Chair Orr called for further questions and there were none. Vote taken; motion passed unanimously.

Sister Rebecca Ber ghoff Foundation, Union Gap:

Monty Harmon, Program Manager, reported this organization was formed in 1990. Their missionisto provide

operating funds for St. Joseph’ s Elementary and Marquette Middle Schools. Licensed since 1990, they have 17 active
members who also serve as the board members. For the year ended December 31, 2000, Sister Rebecca Berghoff
Foundation donated $420,000 in cash directly to St. Joseph/Marquette Schools. The organization met itsfiscal year
required combined net return of 14 percent by achieving a 14.43 net return. The program service requirement was met
and they did not have excessive reserves at the end of the year. At present there are no pending administrative charges
against the organization and staff recommends that the Sister Rebecca Berghoff Foundation be approved as a charitable
organi zation and be authorized to conduct gambling activitiesin the state of Washington.

Jay Hurst, Assistant Manager, and Jennifer Walsh, Bookkeeper wereintroduced. Commissioner McLaughlin
pointed out that they went down approximately $60,000 in Bingo net income and asked if they would be able to recover.
Ms. Walsh affirmed thereis alot of competition for the gambling dollar and noted that all the gambling halls have lost
income since the casinos opened. She reported that her organization just triesto stay steady and keep their goal of
supporting the school. Commissioner McLaughlin asked if it still pays for them to play Bingo and Ms. Wal sh affirmed.
There were no further comments from the public.

Commissioner L udwig made a motion seconded by Commissioner Forrest to approve the Sister Rebecca Berghoff
Foundation, located in Union Gap, as a charitable organization and that they be authorized to conduct gambling activities
in the state of Washington. Vote taken; motion passed with five aye votes.

Mid Columbia Coalition for Children, Pasco

Monty Harmon, Program Manager, Financia Investigations Unit, reported this organization was formerly the
Educational Institute for Rural Families. They were formed in 1974 and their mission is to enhance the education and
environment of children and their families by providing quality services through childcare and early childhood
education. They have been licensed since 1976 and the organi zation has 652 active members. There are six board
members who conducted 11 meetings during the last fiscal year. For the year ended December 31, 2000, the Mid
Columbia Coalition for Children provided servicesto low income families employed in agriculture-related work. They
provided childcare to children ages one month to 10 years old, a pre-school program, and nutrition programs where
breakfast, lunch and snacks were provided to each child. They provided a health program where well child screening
was provided free of charge, they have roundtrip transportation bus service for children, and a parent involvement
program to educate the parents. The organization met its required combined net return percentage of 10 percent by
achieving a19.5 net return, and met its program service requirements with no excessive reserves. At present there are no
administrative charges against the organization. Based on the review, staff recommends Mid Columbia Coalition for
Children, located in Pasco, be approved as a charitabl e organization and be authorized to conduct gambling activitiesin
the state of Washington.

Jim Colvin, wasintroduced. Commissioner L udwig commented about their operation’ s success, noting that their
organization’s non-gambling revenue was decreased while the Bingo net income increased over $100,000 since last year.
Commissioner Ludwig asked how they were able to do so well when statewide other organizations are having so many
problems. Mr. Colvinresponded that like every other Bingo operation in the state, they have been hit by a number of
factors over the last five to seven years. However, the Bingo players have decided that they’ re going to play Bingo and
other people gambling are going to do other types of gambling. Mr. Colvin also noted this organization has been doing
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thisfor quite afew years and they have avery experienced staff who pay attention to the details and do agood job for
their customers. He advised they run aslean as possible in order to provide money for their services.

Commissioner L udwig made a motion seconded by Commissioner M cL aughlin to approve Mid Columbia Coalition
for Children, located in Pasco as a charitable organization and that they be authorized to conduct gambling activitiesin
the state of Washington. Vote taken; motion passed with five aye votes.

5. HOUSEBANKED CARD ROOMS
SeaTac Casino LLC, d/b/aHawksPrairie Casino, Lacey:
Artis Collins, Program Manager, Licensing, reported this organization is applying for alicense to operate up to 15 tables
of house-banked card games. The organization was formed in Washington in July of 1998. Chuck McSwain, Managing
Member, and members Donna Fors and Tryna Norberg each have 33-1/3 percent of the membership sharesinthe LLC.
At thetime of this report, they had no other licenses with the Commission. Special agents conducted a criminal and
personal history background investigation of all substantial interest holders. They initiated and completed afinancial
investigation on both the company and individual members' finances, which included their spouses. No disqualifying
information was found. On June 22, 2001 special agents conducted an on-site, pre-operational review and evaluation in
accordance with the rules of the Commission. The applicant was found to be in compliance. Based on the results of the
licensing investigation and the pre-operational review and eval uation, staff recommends that SeaTac Casino LLC, doing
business as Hawks Prairie Casino be licensed as a house-banked public card room authorized to operate up to 15 tables
with amaximum betting limit of $25.

Chuck M cSwain, Manager, and Chris Butrane were introduced. Commissioner Ludwig wanted to know when they
planned to open. Mr. Butranereplied that he hoped to open this afternoon. Mr. M cSwain noted thisisthe only casino
built from the ground up and they were very proud of it becauseit is abeautiful place. Through the building process,
they worked closely with the city of Lacey's permitting process and they worked closely with the state’s Job Service. He
announced that hisfacility hasalot of Work First Program employees working in their establishment. Mr. McSwain
expressed appreciation for the assistance they received from the Commission's financial and field operations staff and
thanked the staff for their hard work. Senator Prentice asked where they were located and was told the facility was at
Exit 111 next door to Hawks Prairie Inn.

Commissioner Forrest made a motion seconded by Commissioner L udwig to approve SeaTac Casino LLC, doing
business as Hawks Prairie Casino located in L acey, to operate a house-banked enhanced card room with a maximum $25
betting limit. Vote taken; motion passed with five aye votes.

Riverfront Lanes Restaurant & Lounge, South Bend:

Artis Callins, Program Manager, Licensing, reported that Country Bowl Restaurant doing business as Riverfront Lanes
Restaurant & Lounge applied for alicense to operate up to four tablesin house-banked card games at Riverfront Lanesin
South Bend. Thisorganizationisaprivately held corporation formed in July of 1983, and they are authorized for $5,500
shares of stock of which 100 percent has been issued. Mr. Collinsidentified the shareholders and noted that at the time
of thisreport, they held no other licenses with the Commission. Special agents conducted a criminal and personal
background investigation of all substantial interest holders. They initiated and completed a financial investigation on the
corporation and individual stockholdersincluding their respective spouses. No disqualifying information was found. On
June 6, 2001, special agents conducted an on-site pre-operational review and evaluation in accordance with the rules of
the Commission. The applicant was found to bein compliance. Based on the results of the licensing investigation, staff
recommends that the Riverfront Lanes Restaurant & Lounge be approved to operate a house-banked enhanced card room
with amaximum $25 betting limit and operate four tables.

Leonard Walker, President and CEO, introduced himself, his wife Cindy Walker, and John Hartman, Manager of
Gaming Operations. Commissioner M cL aughlin asked how they decided on four tables. Mr. Walker replied that
they moved to asmaller businessto reduce the stressin their lives. They gradually improved their building which was a
Studebaker car dealership that was converted in 1958 to a bowling center, restaurant and lounge. They decided on two
Blackjack tablesto further the community benefits. The city businesses and the board of churches decided they wanted
to assist Riverfront Lanes because of its emphasis on concern for children, young adults and seniors. Commissioner
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Ludwig asked when they would start playing house-banked Blackjack. Mr. Walker said they are ready to go as soon as
they are approved.

Commissioner L udwig made a motion seconded by Commissioner M cl aughlin to approve Riverfront L anes
Restaurant & | ounge located in South Bend, to operate a house-banked enhanced card room with a maximum $25
betting limit. Vote taken; motion passed with five aye votes.

6. Phasell Review:
Papa’s Casino, Restaurant & Lounge, Moses L ake:
Larry Boyd, Supervisory Agent in the Spokane Office reported that Papa’ s Casino, Restaurant & Loungeisa
commercial restaurant, lounge, bowling center and card room located in Moses Lake. The organization is owned by
LakeBowl LLC andisafamily owned and operated family business. He provided the shareholders information and
noted the owners have no interest in other card rooms. Papa’ s Casino was formerly named El Papagayo's and began
conducting house-banked gambling activity on August 15, 1998 with five tables. They are currently operating eight
house-banked tables consisting of three Spanish 21, one Let It Ride, and four Blackjack tables. Staff conducted an
extensive investigation including areview and observation of key operating departments. The review team compared
actual operating procedures to those documented in the card room rules. The licensee's written internal controls were
also compared to the card room rules to ensure compliance and consistency. The review of operating procedures was
conducted for all five operating departments. Organizational records were also reviewed to ensure record keeping
consistency and that no hidden ownerships or third party financing existed. The City of Moses L ake was contacted to
ensure that the licenseeis current with all gambling taxes, and Moses L ake Police Department was contacted to ensure
that there’ s been no adverse impact on the community due to the card room’s presence. All violations noted during the
Phase I review were verified as having been corrected on afollow-up investigation. Based on the review, staff
recommends that Papa’ s Casino, Restaurant & Lounge be approved to operate at Phase || wagering limits. They
received approval for higher wagering limits for three tableson July 5, 2001. Bruce Russell, General Manager, was
introduced.

Commissioner Ludwig asked when Mr. Russell took over the casino. Mr. Russell replied that there never was aformer
owner; they simply changed the menu and the name. The facility was built in 1957, and he has owned it since that time.
Commissioner Ludwig asked how long they had a house-banked card room license. Mr. Russell informed him since
August 1998. Commissioner Ludwig remembered from a previous meeting that they did not want to go to a higher limit.
Mr. Russell affirmed that they were comfortable at the $25 limit, then they heard there might be some competition
coming and decided to take the next step. Senator Winsley was curious about all the Russell names. Mr. Russell
explained he has four brothers and sisters, his mother and other family membersinvolved in this venture.

Commissioner Mcl aughlin made a motion seconded by Commissioner Forrest to approve Papa’'s Casino, Restaurant
& Loungelocated in Moses L ake to operate at Phase || wagering limits. Vote taken; motion passed with five aye votes.

7. Kalispe Tribeof Indians— Phasell Review:
Northern Quest Casino:
Robert Zaher, Special Agent with TGU, reported that the Kalispel Indian Tribe is afederally -recognized tribe of
approximately 340 enrolled members. Their reservation islocated in Usk, Washington. On October 22, 1998, Governor
Locke and Tribal Chairman Glen Nenema signed the Tribal State Compact for Class |11 gaming between the Tribe and
the state of Washington. The Kalispel Tribe's Northern Quest Casino opened for business on December 29, 2000, on
tribally owned land in Airway Heights. Currently, the staff at Northern Quest Casino includes atotal of 511 employees.
Of these, 21 are enrolled members of the Kalispel Tribe. An additional 123 employees are Native American or of Native
American descent with tribal affiliations other than Kalispel. The Tribal State Compact allows for two levels of
operation for Class |11 gaming—Phase | and Phase |l. Phase| allows 112 hours of operation per week on an annualized
basis with 31 tables of gaming with an option of an additional table for charity purposes and $250 maximum wagering
limits. Phasell, if approved, would allow the Tribe to operate up to 140 hours per week on an annualized basis and
allow up to 50 tables of gaming with two additional optional tablesfor charity and a $500 maximum wagering limits.
The Phase | limitsarein effect for the first six months of operation. After six months of operation, and contingent upon
the successful completion of aspecial Phase Il Review, the Tribe may be allowed to go to Phase 11 level at the discretion
of the Commission. On May 14, 2001, the Kalispel Tribe requested a Phase Il Review. The review was conducted
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during May and June by Gambling Commission agents, and has been completed.

Mr. Zaher explained that the focus of the six-month or Phase I Review is outlined in the Compact Section I11 (H)(2),
which states that any increase beyond Phase | limitsis conditioned upon five criteria. Thefirst criterion isthat there are
no violations of the provisions of the Compact which have resulted in sanctions imposed by the Federal District Court or
the National Indian Gaming Commission. During the review it was found that no sanctions were imposed by the Federal
District Court or the National Indian Gaming Commission. The second criterion is that there are no violations of the
Compact which are substantial or due to repetition which would be deemed material. During the review several minor
violations of the Tribal State Compact were discovered and two material violations were found.

As part of the review, staff compared approved internal controlsto actual proceduresto determineif changesto the
approved procedures were made with tribal gaming or state gaming approval. During the review 14 occurrences were
identified in four departments where approved procedures did not agree with the actual procedures performed by casino
staff. None of the changes had been submitted to the tribal gaming agency or the state gaming agency prior to
implementation as required by section 11A of the Compact. Aspart of the review, staff compared approved game rules
to actual proceduresto determineif changes to the approved rules were made with tribal gaming or state gaming
approval. Staff documented five separate instances, two occurring during the review process where gaming operations
staff implemented changes to their game rules and procedures before receiving approval from tribal or state gaming
authorities. These unapproved changes included i mplementing new shuffling equipment, instituting new procedures for
tournament play, and changing game protection procedures. On each occasion, gaming operations staff were informed
of the violation and given instructions on how to properly make changes to and receive approval for gamerules;
however, they continued to make changes without the proper approval required by the Compact.

Thethird criterion is that there are no material adverse impacts on the public health, safety, or welfare of the surrounding
communities. No material adverse impacts on the community were found.

The fourth criterion requires the Tribal Gaming Agency to develop a strong program of regulation and control
demonstrating an adequate level of proficiency which includes the hiring of trained tribal gaming agents and independent
management and reporting structures separate from that of the gaming facility or tribal bodies, to include a thorough and
developed system for the reporting of Compact violations, and a strong and consistent presence within the Class 111
facility. Currently the Tribal Gaming Agency has aregulatory program in place that includes an independent
management and reporting structure, operational and licensing regulations, reporting procedures for documenting issues
they discover, and check lists to document work performed, including a completion frequency. Thisisthe foundation of
astrong program; however, the program only began to be formally implemented in April 2001.

Thefifth criterion isthat there are no material violations of Appendix A or B of the Compact. Agentsfound several
minor violations of Appendix A. In addition to the minor violations found, there were significant Appendix A violations
which directly correspond to the material Compact violations already mentioned. Specifically, the gaming operations
department failed to receive approval from the TGA prior to the implementation of the revised controls and procedures.
Staff found that the Kalispel Tribe of Indians has paid all necessary fees to the Washington State Gambling Commission
pursuant to Section 13 of the Compact.

Based on the information staff gathered during the review, staff recommends conditional approval for Phase 1 limitsfor
aperiod of at least three months. During that time staff will work with Tribal Gaming and Operations staff to follow up
on the outstanding issues. Responses were received yesterday from the Kalispel Tribal Gaming Agency and from the
casino operation indicating that steps already were being taken to resolve many of the outstanding issues. The
Commissioners were provided with copies of the Tribe’ sresponse letters. Agents are currently reviewing the
supplemental material in detail. Staff will continue to examine submissions from the Tribe and verify that changes are
made as proposed. However, if items remain outstanding at the end of staff’s follow-up review, staff propose that the
casino revert to Phase | limits until all issues areresolved. Mr. Zaher noted that staff found the Government of the
Kalispel Tribe of Indians, the Tribal Gaming Board and its staff, and the management of the Northern Quest Casino to be
very responsive to and cooperative with state agents during the Phase 11 review process. He introduced several tribal
representatives:. John Dick, TGA Director, Curt Holms, Representative of the Kalispel Tribal Council, Bruce Diedish,
General Manager of the casino, and Kent Caputo, Tribal Legal Counsel.
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Commissioner Forrest asked if there was any reason why the violations couldn’t be cleared up in amonth-- the tribe
seems to be cooperative and they appear to want to get it right? Mr. Zaher said staff is optimistic these can be solved
fairly quickly. However, there are Memorandums of Understanding that need to be drafted; there are procedures that
need to be rewritten, and staff has not received the internal controls or game rulesthat are consistent with what is
actually being done at the casino. All of these things take a considerable amount of time for the TGA to review and then
they are passed to Commission staff for further review. Mr. Zaher affirmed that whileit’s conceivableit could be done
fairly quickly, and they certainly havetribal cooperation, he didn’t believe it could happen immediately. Commissioner
Forrest observed that the purpose of these reviewsisto see whether they are ready to move up. When there are this
many deficiencies, he thought that if the processisto have any meaning, the organization must meet certain standards
before taking the next step. Commissioner Forrest thought this would be a good case to defer for amonth. Hedidn't
understand why it was necessary to have a three-month probation when, in fact, the $250 limit is a probation period in
and of itself. Commissioner Forrest advised that he was skeptical whether the Commission should have athree-month
conditional approval of something like this.

Commissioner McLaughlinrecalled that at the Semiahmoo meeting, the Commission held up a card room from moving
to Phase Il betting limits because not all of their violations had been corrected. She asked what was different about this
case. Robert Berg, Deputy Director, explained the Tribe had two issues: the Tribe has atribal lottery system in place
wherein staff would be back in the facility anyway in three months, so changes are already factored into the Phase Il of
thetribal lottery system. The three-month period to work out some of the intricacies gives staff an opportunity to do
that. Secondly, his observation of the TGA isthat there were some rough pointsin the road when they started, but as
stated, from about April on, they’ vereally been proceeding at agood rate to get things accomplished. There will always
be problems with the tribal casinosin terms of the six-month review because thereisalot to learn in the first six months.
In this case, they had some fits and starts and there's only been a three-month period to work with them -- that’ s why the
recommendation came forward as a conditional and with athree-month follow-up because staff would be there anyway
for the TLS Phase |l Review.

Representative Clements asked about the charity table. Mr. Zaher answered that the Tribe is authorized an additional
tableif they agree that the proceedswill be donated directly to charity. Representative Clements asked if thiswas part
of the Compact as an agreement with the Commission that if there is a charity table the monies go to some organizations.
Director Bishop clarified it is allowed but not mandated. Representative Clements asked if thereisan articul ated
process. Mr. Zaher said the existence of acharity table would be evident in the accounting to the Gambling
Commission. Representative Clements asked if staff could determine with this particular Tribe whether the money
earned on the charity tableis given to not-for-profits. Mr. Zaher didn’t believe that this casino operated a charity table.

Chair Orr asked if there were any other questionsfor staff. There were none and he called for public testimony.

Kent Caputo, Attorney for the Kalispel Tribe, explained, there are no substantive issues here in the sense that anyoneis
saying the casino put forward rules that were somehow on their face inappropriate or incorrect. He emphasized that we
are talking about minor violations; they are talking about patterns of some minor violations that then reach alevel where
Commission staff has determined that they would be material, but not substantive issues. Thereisno one from Kalispel
that will disagree with the fact that, to quote Mr. Berg, “there have been fits and starts,” in starting out. He added that,
the Kalispel Tribe and the Northern Quest Casino enjoys a good relationship with WSGC staff, and he didn't see areason
to believe that’ s going to change. Mr. Caputo noted thisis an issue of how much time does it take to get over the hurdle?
Theonly real issue, isthe second requirement that there must be no violations of the Compact that are substantial or due
to repetition that would be deemed material. He advised that there are staff here today, the casino manager, and on the
regulatory side, the Tribal Gaming Agency Director, that will say that they have spoken to theissues. Thisreally isjust
aquestion of how much of the record is how before the Commission. He suggested there is no reason to delay Phase |
implementation; it sreally just a question of whether the Commission is comfortable enoughto have them beon a
probation period or whether that’s even necessary. This operation from aregulatory standpoint and an operational
standpoint isready to proceed.

Commissioner McL aughlin said she wanted everyone treated the same and reiterated that the Commission held over
one of the card rooms because they had not taken care of all their violations. Asaresult, the Commission did not give
them their Phase Il betting limits. She asked why the Commission should treat this case differently. Mr. Berg said one
of the fundamental differencesisthat Commission staff enjoys aco-regulatory role with tribal gaming agencies. With a
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card room licensee, the Commission is the sole regulator and they rely on voluntary compliance. Inthetribal arena, the
tribal gaming agency isaregulator asisthe Commission. Becauseit isapartnership, they function asthe Commission
staff’s eyes and ears to accomplish the regulatory function. Therefore, if there are minor problems that are material, but
maybe not substantive, there’s agreat deal more comfort going forward with the conditional because that other
regulatory agency isout there. Commissioner McLaughlin asked if the Tribe didn’t take care of these violationsin three
months would they return to Phase | limits. Mr. Berg affirmed that point could be argued. He emphasized that
Commission staff and the Tribal Gaming Agency would probably come together and work those things out, which isthe
one difference between the house-banked or the commercia stimulant arena versus the tribal arena.

Commissioner McLaughlinturned then to Mr. Caputo and asked him if the violations are not taken care of in three
months, would they willingly go back to Phasel. Mr. Caputo said they wouldn’t have to wait three months, they hoped
they could come back in amonth. Heindicated that the first person that would be upset if the issues are not being
answered isthe Director of the Tribal Gaming Agency. He emphasized thisis agovernment to government operation
and their government is satisfied that they are living up to the expectations. When Quinault was before the Commission
in February, there was arecommendation from staff based on technical issues that there be a conditional approval, and
that was voted against because the conditional was not necessarily appropriate in that case. Mr. Caputo noted that in this
case, there are no local governmentsinvolved, thereisno one elsein the negotiation mix. Theonly folksthat have to be
satisfied are the Tribe and their regulating authority, and by Compact, the Gambling Commission. From a substantive
standpoint those have been met, and it’ sreally a matter of how long it takes before the agency is comfortable thereisa
pattern of good conduct rather than a pattern of some minor violations.

Commissioner Ludwig asked how long ago the Spirit Mountain Management agreement was entered into. Mr. Caputo
believed it was over ayear ago in February. Commissioner Ludwig referred to page 3 of the report - talking about the
Management Committee. Asdescribed inthe casino’s organizational chart, the Spirit Mountain Management Agreement
has not yet been formalized and he asked why things were bogging down? Mr. Caputo said there have been a number

of slowdowns, both at the federal approval level for the management compact and other issues between the management
company and the Kalispel's, but the management company is not managing, so the need to have that board set up or have
those procedural issues with the management company go forward has not been required. Kalispel is managing
themselves and that management contract with federal approvals has not been approved at this point. Commissioner
Ludwig asked Mr. Caputo if what he meant by “set up,” meant the Kalispel Development Organization. Mr. Caputo was
not sure what the technical statistics were between the tribal government and the casino, but he believed it’ sthe tribal
government first, and then through their economic development enterprise.

Bruce Diedish, General, Manager, affirmed Mr. Caputo’ s statement and requested the Commission’s forbearancein his
attempt to answer Commissioner Ludwig’s question. He said that with regard to Spirit Mountain Management, the
Kalispel Tribe created what was called the Kalispel Development Office. This officeisan arm of the government just
like the police department would be or any other entity. It consists of amember of the Tribal Council, the tribal attorney,
and the business manager of the Tribe. Until the National Indian Gaming Commission regulations and the Indian
Gaming Regulatory Act, the management committee that’s referred to is Spirit Mountain, the agreement contemplated a
five-member board, three from the Tribe and two from Spirit Mountain. That board cannot be functional until the
federal government, through the National Indian Gaming Commission, approves the management agreement. At this
time, that agreement hasn’t been approved. In the meantime, the government of the Tribe had the wherewithal and the
ability to move forward in operating the casino. Mr. Diedish clarified the management committee is actually an entity of
three members created by the Tribe that is essentially his board of directors. If thefinal agreement is approved, they will
have afive member-board. Right now, Mr. Diedish said he reports to the Kalispel Development

Organi zation/M anagement Committee (KDO).

Commissioner Ludwig asked if KDO is managing the casino. Mr. Diedish responded in the negative. Mr. Diedish
said heisthe general manager, and essentially, the Kalispel Business Council isin charge of the casino. It has decided
(from an advisory standpoint) that rather than Mr. Diedish reporting to the full business council on aregular basis, it
appointed the members of KDO who were originally appointed two or three years ago at the tribal level to bring this
project together. Once Mr. Diedish came on board with a management team and 500 employees, the Council said they
did not want to be involved on the day-to-day basis. They didn’t have the Spirit Mountain Management Agreement
approved; therefore, they decided to utilize the three-member team they created to help this project move forward. He
affirmed they’re all employees of the Tribe, so, from that standpoint, the Tribe is regulating, managing and controlling.
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Spirit Mountain is not there as a manager because the management agreement hasn’t been approved. Commissioner
Ludwig said the Tribe is doing it through the KDO. Mr. Diedish affirmed the three members they report to are KDO.

Commissioner Forrest asked what happensif the government doesn’t approve the Spirit Mountain Management
Agreement? Mr. Diedish directed attention to the original charter which contemplates aboard of directors. The Tribe
will move forward in appointing afive-member board of directors. Whether or not the three members of KDO would be
members of that five-member board is unknown. Commissioner Forrest asked why the federal government had not
approved thisyet. Mr. Caputo believed it was just a question of time and the issues between Spirit Mountain and the
Tribe. Commissioner Forrest noted that when it’s approved, they will have to reorganize a current operating scheme to
conform to the Spirit Mountain Agreement. Mr. Caputo said it's really a question of whether they will be individuals
under the direct control and employ of the Tribe who will be acting in some of these management roles, or, whether there
will be outside consulting managers acting for the Tribe.

Commissioner Parker asked what the impact of a conditional approval was versus an unconditional approval in terms
of day-to-day operations or future plans. Mr. Caputo said the impact could be severe depending upon how open-ended
the conditional order is. If it'sat least 90-days, it means the conditional order could be hanging over them for awhile.
Impacts are felt in their ability to borrow money, the ability to plan for expansion and buying different gaming devices.
It'shard to go to alender and say, “We'rein Phase Il; sort-of,” rather than, “We'rein Phasell.” Asagovernment with
it’sown regulator that feels ready to proceed and continue to work with the state, they’ d much rather not have the
condition and go forward and regulate and proceed under the Compact.

Repr esentative Clements asked how long the Tribe has known they’ ve had the problems with compliance. Mr.

Caputo said they were not aware of the specific conditions until recently. Interms of the general knowledge, they’ve

had procedural issues, which hasinvolved an ongoing dialogue with staff. He believed they could have answersto all of
the conditions to the satisfaction of the Tribe and the tribal regulators, and that it’s a matter of procedurally working
through getting the paperwork done. Representative Clements asked how it would affect them if the Commission
decided to hold thisin abeyance until they were in compliance? Mr. Caputo said they were in compliance now, that is
was simply amatter of paperwork that would be done within weeks. Commissioner M cL aughlin said she understood
that it would take up to three months, which would make a difference in her decision. Mr. Caputo said his understanding
from both the governmental representatives and the Tribe' sregulatory representativesis that they have now met the
conditionsin the Commission’s order. The question iswhen will the WSGC staff be confident that they’ ve met them
long enough and that the Tribe has provided enough information that they can recommend full approval to the
Commission. Ms. Cally Cass-Healy, Assistant Director, said that when staff's three-month recommendation was made,
the Tribe did not have their responses. Staff just recently received the Tribe's responses and hasn’t had a chance to
evaluatethem. She affirmed there’ s a chance staff could do that in a more timely fashion, but at this moment they don't
know for sure. Mr. Bergadded that notwithstanding Mr. Caputo’s comments, some of the issues asidentified in the
case report were more along the lines of implementing things that are on paper asopposed to just having those things on
paper. He said Mr. Caputo isright; although the dialogue was ongoing with regard to the issues they discovered, the
culmination of those ideas coming forward in the document have just recently been shared. Mr. Berg said therewasa
letter sent, and he personally contacted certain tribal representatives; however, everything has taken place very recently
becauseit is adeveloping situation.

Commissioner Parker recalled that in the case of the Quinault Tribe, the conditional aspect dealt with things that were
under the control of other jurisdictions they were dealing with. In thisinstance, what givesriseto the conditional aspect
of the proposal is meeting all of the operational requirements that are under the control of the Tribe. He asked if it would
make sense to suggest a 60-day period as a condition, and then if there’ sfull compliancein 60 days, afinal approval
would be brought back before the Commission. If it wouldn’t make adifference, it could beleft at three months. Chair
Orr commented that although there’ s a staff recommendation for acceptance, and there are some problems, he suggested
they go forward, because he was inclined to trust staff's expertise and recommendation. Commissioner L udwig said

that based on the indication the Tribe believes they’ ve corrected every deficiency, and Mr. Berg's acknowledgement of
receiving the documentation (but, staff just has not had time to approveit), indicates that the Kalispels are moving in the
direction of making sure that everyone is satisfied. Commissioner Ludwig advised he would support conditional
approval as recommended, or Commissioner Parker's recommendation. Commissioner Ludwig asked for aclarification
on the deficiencies and staff's recommendation.

WSGC Mesting, Yakima
Adopted Minutes

July 12" & 13th, 2001
Page9of 9



Mr. Zaher responded that the major issue was that the operation was changing their internal controls, they were
changing the way they do things-- changing the game procedures and rules, and not notifying the TGU and WSGC
regulatory bodies of what they are doing. When that happens, it negates the function of the regulatory bodiesinvolved.
That isamajor concern to staff because that means that the TGA and WSGC don’t have the level of oversight they
should have in their relationship between the Tribe and the casino. With regard to the submissions received, staff
reviewed them very generally, yesterday. It contains the beginnings of compliance, but the majority hasn’t been verified
by WSGC staff and thereis still the issue that they do not have a current and correct version of their controls and
procedures that corresponds to what they’re actually doing. Staff recommends conditional approval because they are
confident that in time these issues can be resolved. Thereis a certain timeframe under the Compact for that to happen,
and Mr. Zaher affirmed the casino has not submitted everything they need to in order to bring themselvesinto
compliance. Commissioner Ludwig stated that he felt comfortable everything will be brought in line and reiterated that
he had no problem with staff’s recommendation. Commissioner Forrest said the statement speaks for itself—they
haven't met the standards, and if it's as easy as they think, they should be able to come in compliancein 30 days. Mr.
Zaher said heisnot sure that the WSGC staff and the TGA staff could review everything they need to review and reach
agreement on proposed revisions and changes that quickly.

Commissioner Parker made a motion seconded by Commissioner L udwig to accept staff’s recommendation for a
conditional 90-day approval, and if thereis a possibility of bringing it back to the Commission before 90 days have
passed, to do so.

Commissioner McL aughlin advised she was going to vote against the motion because she just felt everyone should be
treated equally. She reiterated the conditional review for the Quinault matter was not in relation to violationsin their
gaming establishment; it related to outside agencies and the Commission didn’t think it was fair that they be held back.
Vote take; motion passed with three aye votes. Two nay votes were cast by Commissioners McLaughlin and Forrest.
The Ex Officio members voted as follows: Senator Prentice aye; Senator Winsley, aye, Representative Clements, nay.

Commissioner Orr called for arecess at 3:30 p.m., and reconvened the meeting at 3:45 p.m.

Jerry Ackerman, Assistant Attorney General, reviewed the statute during the break and clarified for the record that
under RCW 9.46.360 the Commission’s Ex Officio members may only vote on Compacts and on amendments or
changesto the Compacts. The Phase Il Review is none of those things, and while having the Ex Officio’s opinions
expressed did no harm, the official vote on the motion should reflect passage with three aye and two nay votes.

8. Default Hearing:
Denial - Card Room Employee's License— Jason Peter son:

Amy Patjens, Manager, Communications and Legal Department, informed the Commission that staff isrequesting a
default order on Jason Peterson who applied for a card room license to work at the New Phoenix and Last Frontier card
roomsin LaCenter. Mr. Peterson failed to disclose numerous arrests, charges, convictions, and fines that are over the
amount of $25, even though the agency’ s application clearly explainsthat all of these must be disclosed. The Director
brought charges against Mr. Peterson; they were sent both by regular and by certified mail. There was no response. She
noted that the cover letter sent with the charges clearly explained that if one does not respond, a default order to deny the
application would be requested. Staff also left a message at the telephone number Mr. Peterson had on his application
asking him to call back. The call was never returned and by not responding to the charges, Mr. Peterson has waived his
right to any hearings. Staff isrequesting that the default order be entered denying his application.

Commissioner Forrest made a motion seconded by Commissioner M clL aughlin to approve staff’ s recommendation
that a default order be entered denying Jason Peterson’ s application for a card room employee’slicense. Vote taken;
Motion passed unanimously. (Commissioner Parker was absent for the vote)

9. Other Business/General Discussion/Commentsfrom the Public:
Chair Orr called for comments from the public. There were none.

10. Executive Session to Discuss Pending I nvestigations, Tribal Negotiationsand Litigation:
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Chair Orr called for an executive session at 3:50 p.m. and announced that no further business would be conducted.
Chair Orr explained that on Friday, an executive session would be conducted at 7:00 a.m. in order to evaluate the
qualifications of applicants for public employment. The open public meeting would be called to order at 9:30 am.
rather than at 10:00 am. as published.

11. ADJOURNMENT:
At 4:30 p.m. Chair Orr reconvened the meeting and declared the meeting adjourned until 7:00 am., July 13, 2001.
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COMMISSON MEETING
FRIDAY, JUNE 16, 2001
MINUTES

Chair Orr called the meeting to order on Friday, July 13, 2001, at 9:30 a.m., at the Double Tree Hotel in YakimaValey.
Thefollowing were present:

MEMBERSPRESENT: COMMISS ONER GEORGE ORR, Chair:

COMMISSIONER CURTISLUDWIG;
COMMISSONER LI1Z McLAUGHLIN
COMMISS ONER MARSHALL FORREST;

OTHERSPRESENT: BEN BISHOP, Director;

1.

ED FLEISHER, Deputy Director, Policy & Government Affairs;
CALLY CASSHEALY, Assistant Director, Field Operations,
DERRY FRIES, Assistant Director, Licensing Operations;
AMY PATJENS, Manager, Communications& Legal Dept.;
JERRY ACKERMAN, Assistant Attorney General,

SHIRLEY CORBETT, Executive Assstant

MINUTES- June 14 & 15, 2001, La Conner Meeting.
Commissioner Forrest made a motion seconded by Commissioner M cL aughlin to approve the minutes of the June 14
& 15, 2001 mesting as presented. Vote taken; motion carried unanimously.

STAFF REPORT — LEGISLATIVE UPDATE:

Ed Fleisher, Deputy Director, advised his report would involve looking at the next legislative session, not the current
one. The agency requested legislation that will be presented isaresult of aletter Mr. Fries received from the
Washington State Patrol, who received correspondence from the FBI regarding the ability of state and local police
agenciesto get fingerprint criminal background work by the FBI. Washington’s statute does not comply with some very
specific requirements that the FBI now requiresin order to conduct background checks. The statute must specifically
say that it’ sanational criminal history background check and it must expressly say “submit to the FBI" or "submit to a
national background check.” Deputy Director Berg has been working on this with the WSP and will be bringing
proposed |egislation to the August meeting. The agency request |legislation must be submitted to the Governor’s Office
by the 17" of September; therefor, staff hopes to bring a proposal forward in August and then obtain the Commission’s
approval to move forward at the September meeting.

Mr. Fleshier addressed the interim study sessions that Senator Prentice's committee will be conducting over the next
several months. Meetings are scheduled to be held August 2" at Emerald Downs, August 22"%in Vancouver, September
25" in Spokane, October 24" in Pasco, November 19" in Bellingham, and the December hearing will be held in

Olympia. Agendadetailsare not available at thistime.

Senator Prentice acknowledged the Legislature wants to learn as much as they possibly can about developing a public
gambling policy. Shebelieved the pressis picking up on the fact that hearings will be held and she hoped the hearings
would be well publicized. Senator Prentice noted that she hasinvited TVW to attend the meetings.
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3. STAFF REPORT — ADMINISTRATIVE CITATION:
Mr. Berg, Deputy Director, addressed a project the agency has been involved with for about ten monthsinvolving the
use of administrative citations. Staff has been pursuing an alternative to filing formal statements of charges with the
Communications and Legal Department (CLD) for violations of the Washington Administrative Code, specifically, some
rules pertaining to gambling in the state of Washington. He stressed that the agency’ s approach to regulatory compliance
isthat of voluntary compliance. It isthe agency’s primary and most effective method of achieving compliance and its
leveraging resourceis getting the agency’ s licensees to help the agency to regulate them by showing them the advantages
of voluntarily complying with regulations. That voluntary compliance continuum consists of education and training, a
mandatory training program that is given to all new licensees, proactive visits and inspections by the agents, verbal
interaction and correction where necessary, written warnings to the licensee, warning letters, and then, ultimately, for the
most recalcitrant or continuing offenders, areferral through the agency’s Communications and Legal Department. At
that point, they either enter into a settlement in lieu of charges with the licensee, or formal charges are filed and result in
either anegotiated settlement or a hearing before alaw judge.

The cases that are filed with CLD require agreat deal of staff time and energy to prepare the information necessary to go
to ahearing before alaw judge. The proposal that has been studied deals with the creation of an additional tool for the
investigators to use in gaining compliance from licensees with Commission rules. Specifically, staff islooking at the use
of what’ s called an administrative citation as a regulatory enforcement tool as an additional tool in lieu of filing all case
reportswith CLD. Thisisaninterim step between the warning letter and the actual filing of chargeswith CLD. Staff
hopes to reduce the time expended by staff attorneysin preparing the statements of charges, and they will be looking at
violations that are common or ordinary and uncomplicated asto issues of proof, and that are fairly obviousin terms of
their investigative and evidentiary needs. It will provide the special agents with an empowerment tool in a process that
will provide timely feedback to licensees for the purpose of correcting current and avoiding future violations. The
precedent already exists for thiskind of an approach. Licenseeslatein filing their quarterly reports with the agency
routinely receive a settlement in lieu of charges from the agency wherein they can pay a predetermined fine amount and
not have aformal statement of chargesissued. We have found this to be rather successful in both avoiding staff timein
preparing cases and getting cases resolved rather quickly.

When staff began this process, staff considered the legal authority under which we could do this under the APA, the
practicality of doing it, efficiency versus effectiveness, and we considered concerns about regulatory consistency and
retention of the voluntary compliance emphasis. Thiswill hopefully provide another tool before we get to the point of
formal statements of charges being filed. The action team worked very hard on this proposal and brought it forward to
the management sponsors, who reviewed it with the Director. Staff is recommending a phased implementation program
regarding the use of these administrative citations beginning January 1, 2002. Initially, these citations would only be
used for three offenses: alicensed premise allowing employees to work after their card room employeelicenseis
expired; certain surveillance violations (such as failure to retain tapes, failure to do any recording at all), and finally,
failureto delete aprize from the flare. Those three violations are obviousin terms of that the evidence required is rather
simple to gather and the investigation is simple to conduct.

There are some issues that do remain for the project, oneis the notice and due process issues under the Administrative
Procedures Act; specifically, who could sign for the citation at the licensed premise (the owner?) and would they actually
be agreeing to the settlement at that point in time? Or, would thisjust be acknowledging the receipt of the administrative
citation with afollow-up with the agent to seeif it could be settled? Thereis also an issue about penalty amount issues.
Staff doesn’t want to get into the promul gation along the type of atraffic infraction penalty schedule, but staff would like
to have uniformity in regulatory consistency. There are also some procedural and training protocols, coordination with
CLD and some technology issues. Mr. Berg noted that presenting the results of the research and planning to the
Commission is very important because whileit is not a shift in how we view our regulatory approach, it is something

new and different. It isalso adeparture from the regulatory aspects that we have been involved with. Mr. Berg affirmed
that it doesn’t rise to the level of gambling policy, but it doesrise to the level of aregulatory policy -- instead of minor
infraction decisions being made at headquarters, such would be made in the field by the agents. Mr. Berg emphasized
that staff has come to the conclusion that thiswill probably not make them more efficient because the work still hasto be
done. It’sgoing to be donein the field and at the regional level as opposed to headquarters. However, staff believesthis
will be more effective. It will provide the field agents an additional tool to use as long as the regulatory consistency is

WSGC Mesting, Yakima
Adopted Minutes

July 12" & 13th, 2001
Page 13 of 13



maintained and we don’t abandon our emphasis on voluntary compliance. Mr. Berg asked for feedback from the
Commissioners.

Chair Orr called for questions. Commissioner McL aughlin questioned how agent consistency in their decision-
making practices would be maintained. Mr. Berg advised that in a sense, the agency is still the final resort and
consistency would be maintained through training and education. Regional meetingsare held once a month, wherein
issues are discussed to make sure staff is consistent with their regulatory approach. More importantly, the only
differenceisthat the agent would beissuing acitation for thiskind of violation or filing charges with CLD—uwriting a
casereport. Staff attorneyswould then prepare the statements of charges. In effect, thisdoesn’t give the agentsa
license to do something they’re not already doing. It just changes the manner in which they doit.

Mr. Berg emphasized that the important thing to remember isthisthat although thisis called an administrative citation,
technically, it'sasettlement in lieu of charges because the licensee gives up nothing in terms of due process. The
licensee can simply say, they don’t want to settle thisin lieu of charges and ask the agency file to our formal statement of
charges. The administrative citation would follow the written warning process and either precede or bein lieu of a
statement of charges. It’sthe sort of situation that expedites some of these violations.

Chair Orr asked how many times a person getsto do this. Mr. Berg said it depends on the nature of the offense.
Director Bishop has issued a zero tolerance statement with regard to allowing unlicensed employees towork, which is
viewed asaserious violation. Normally, when staff comes across a situation, the facts of the case may well determine
the agency’ s approach. The culture of the agency has been to issue averbal warning, then awritten warning, then a
statement of charges, which now would be averbal warning, awritten warning, a citation, then statement of charges.
Chair Orr expressed concern on how often the regulator checks the violating licensee to make sure he' srighteous. Mr.
Berg responded that the agency has a schedule; it has modules that the agentstry to perform in the card rooms, he
believed that puts the agent on site at least once a month and sometimes more often.

Director Bishop stated that staff would appreciate the Commissioners bringing forward any thoughts on the program.
Staff is not planning for this to go into effect until the first of January. Commissioner Forrest said he was delighted to
hear the emphasis on consistency and he hoped there would be internal guidelines about other settlementsthat ensurethe
agency isas consistent asit can be with reasonable flexibility. Chair Orr called for comments from the public.

Geor ge Teeney, owner of The New Phoenix and the Last Frontier in LaCenter, agreed with Commissioner Forrest. It

has always been one of the licensee’ s concerns that people were treated, it seemed, alittle bit different in different parts
of the state. He applauded the concept and looked forward to seeing the program go forward. Speaking strictly from a
personal perspective and not as an association member, or for any other licensees, he addressed the problem regarding
renewing licenses. Renewal information is sent to the employee and not to the licensed establishment, who must then
trust what the employee tellsthem. Thereality isthat maybe they never received the renewal, maybe they never sent it
in, and the onusfalls on the employers’ shoulders. They’re the onesthat get ticketed. He would like to be able to have
the renewal slips sent to his establishment so he could make sure his employee takes care of their obligation. Mr. Teeney
believed that if the employers are going to have to take on the responsibility for employees not having their license, he
would like to be able to have the wherewithal to make sure that the license isfilled out correctly.

Bab Tull, Attorney, addressed consistent enforcement and affirmed there’ s compl ete agreement on what ought to be
doneto resolve amatter. It’sbeen astruggle because staff wantsto be consistent, and in the past that has usually meant
staying more formal. This proposed approach would let staff be lessformal, but still consistent. Mr. Tull believed thisis
an excellent evolution and will help alot of thelittle situations remain small. There were no further public comments.

RULESUP FOR FINAL ACTION

4. Electronic Facsimilesof Cards:
WAC 230-40-010; WAC 230-40-070:
Ms. Patjens reported thisruleis up for final action today and thisisthefifth time that it’s been on the agenda. A
demonstration of the system was provided in April. The company also made the system available for viewing yesterday.
She noted the existing rule requires playing social card games with standard decks of playing cards. If this system was
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approved, the rule would need to be amended to allow electronic card facsimiles as another method by which to play the
social card gamein addition to the traditional decks of cards. Ms. Patjens explained that most of the rule changes arein
Item 4B, allowing the director to approve electronic card facsimiles as long as certain conditions were met, including
having the system tested by a gaming testing laboratory. The manufacturer would pay all of the costs for the testing.
Last month staff proposed an alternative to 4B that added language to make it clear that the director has final authority
on whether the system meets these requirements, not the testing laboratory. Language was also added that the system
must be operated by card room personnel and cannot be manufactured to allow play against the device.

Ms. Patjens explained that when the Commission wasin the midst of the Friendly Lawsuit, the definition of what “play
against the device” meant was very important. Staff does not view this as being like the Tribal Lottery System, but felt it
was good to haveit be very clear. Last month, the Commissioners received letters from the Muckleshoot, Kalispel,
Stillaguamish, Chehalis and the Suquamish Tribes expressing concerns about the system. The Commission aso heard
from representatives of those tribes as well as a number of other tribes. Staff also received letters from Representative
Conway and Representative Clements, Co-chairs of the House Commerce and Labor Committee, aletter from
Representative Bush urging caution on this matter, and aletter from Representative Lantz expressing concerns about the
possible expansion of gambling. Last week aletter was received from King County Executive, Ron Sims, the King
County Prosecutor, and the King County Sheriff, expressing concern. They felt that perhaps this brought Washington
one step closer to wide-open gambling in the community and they urged that the rule be rejected. They felt thiswasa
significant policy change, which more appropriately should be addressed by the State L egislature. There was aresponse
letter sent and staff also et them know that there would be a demonstration of the system at the meeting this month.
Several letters arrived within the last couple days and were distributed to the Commissioners. There was aletter from

the Chehalis Tribes as afollow up to the testimony they provided last month. A letter was received from Co-speaker,
Frank Chopp, asking this be rejected in order to give the Legislature the ability to review the ramifications of the policy.
The Pierce County Executive, Pierce County Prosecutor and the Pierce County Sheriff also urged rejection of thisrule.
Lastly, aletter was received this morning from the Lottery Commission’ s Executive Director stating that they view this
asasignificant change. Ms. Patjens affirmed the rules are up for final action, and noted the decision on whether to
approve electronic facsimilesisapolicy call.

Representative Clements asked what the Commission’ s costs would be for monitoring and regulating this activity,
should the rule be approved. Ms. Patjens advised there would be additional costs associated with the program. Right
now, it is estimated it would cost about .7 of an FTE and about $9,000 in equipment costs. Theinitial testing costs
would be the manufacturer’s responsibility and would therefore be borne by the applicant. She also explained that when
staff dealswith any type of anew electronic system, there areinternal checksin addition to the gaming laboratory tests.
Representative Clements asked if anyone was qualified right now to fulfill the job that would be necessary. Ms. Cass-
Healy, Assistant Director, responded that staff has a good idea of what they need to do because of our TL S experience.
Our Tribal Gaming Unit agents and the lab have a comprehensive knowledge of the type of testing required.

Senator Prentice said she personally questioned some things after reading the informational packet provided by
Digideal. In reading the packet, she noted this allows faster games, which means there are more occurrences. She
explained the operational definition of expansion of gambling used at the L egislature includes more occurrences, which
happens with afaster game. Senator Prentice believed that at |east as far asthe Legislators are concerned, this really
equates with an expansion. She noted that she’ sreally not certain, and that staff might have to wait for the Legislatorsto
know more than they do at thismoment. Senator Prentice addressed the | etters received from the elected officials in two
of the most popul ous counties and the law enforcement agencies, and noted they raised questions that need to be
answered. Senator Prentice emphasized that there is aterrific paranoiawithin thisindustry—everyoneis looking at
someone else having an edge. She indicated that she would feel alot better if the Commission would organize awork
group to seeif some of the differences could be resolved. She stressed the necessity to proceed carefully because of all
of the questions have been raised. Chair Orr thanked Senator Prentice for her views and addressed her concerns
regarding faster and more, and said she is absolutely right. He noted there was al so testimony about the amount of
employees a person has, that if someone had 100 dealers comparedto 120 dealers, there’ s faster and more play. He
didn’t doubt that there is some significant paranoia, however, he noted, no matter what the Commission does, as soon as
adecision is made, someone will be cranky -- because they didn’t pay attention until they were impacted, or they weren't
heard. Chair Orr noted thisissue has been ongoing for five months, and he expressed his appreciation for the comments
from those who have written. He emphasized that it is difficult for the Commission, as policymakers, to wait until every
person who writes aletter is satisfied and he believed that it was time for the Commission to make a decision.
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Senator Prentice asked why the Commission waited for the Ex Officio membersto be able to attend the Commission
meeting. Chair Orr responded that the Commission postponed decision making so there would be time for everyone to
communicate. Representative Clements said that he spoke with Representative Conway and they feel like there’'sa
plethora of thingsthat are starting to develop in the electronic world relating to the gambling industry. Representative
Clements characterized that at least in his committee with Representative Conway, there is probably little or no interest
in allowing thisto go forward. He commented that the world we live in is exponentially changing so rapidly, and that
the legislative body needed to take more responsibility in looking at just exactly where we' re going and what we're
doing in this state regarding the gambling devices used. He explained that he and Representative Conway use the words
“slow creep”— it just keeps edging ahead, and affirmed they would commit facilitating some tough perspective into
looking at thisissue to help the Commission aswe go forward. Representative Clements believed the Commission
would come under more pressure as they have to address new technology and new equipment while also addressing
fairness and competitiveness. Representative Clements expressed great respect for the Commissioners, noting they do
an admirable job, however, he asked them to wait on making this decision. He promised them thisissue had the
Legislature’ s attention and he felt that as alegislator, he had aresponsibility to help the Commission-- he wanted to do
that without circumventing the Commission’s power or authority.

Commissioner Ludwig commented that he had wanted to delay this decision until the ex officio members could be here
because of concerns he had the first time thisissue was discussed. Several months later, after being exposed and finding
out how the system works, he had a change in his position. He noted that every time he views the demonstration,
reviews the data and considers the rule, he becomes even stronger in support of thisrule. He believed thisisamore
efficient way, a better regulated way, it doesn’t deal the cards and doesn’t change the game of Blackjack in any way at
al. Itisexactly the same game. Instead of dealing the cards and trusting the human element to not make amistake, a
computer deals the cards. Commissioner Ludwig felt that for that reason, thisis more efficient and that it might appeal
tothe public. He affirmed it might give someone who has thisin their facility an edge over someone that doesn’t
because it might be more popular. However, it wouldn’t be an unfair edge because anyone involved with Blackjack or
house-banked card games in the state of Washington would be ableto get thisitem. There’ sno unfairnessinvolved.

Commissioner Ludwig noted that he couldn’t recall in the last five or six years, any time when the Commission had this
much correspondence from the Legislature and other interested partiesin opposition to arule. He had thought that was a
good reason to slow down, until today, and he noted he was ready to vote. However, to give the Legislature and others
that have concerns a chance to resolve their concerns, he asked if it was possible to delay this further without running
afoul of the Administrative Procedures Act. Jerry Ackerman, Assistant Attorney General, responded that it would be
possible to delay; staff would have to do an extension of the Form 101.

Commissioner Forrest said he was personally in favor of moving forward today. He noted that in all the letters, he
hasn’t heard anew argument. If thisis delayed amonth, afew more letters may arrive, but he didn’t think there would
be any new substantive arguments that would change his mind. He commented that it is agood thing to have the

L egislature at these meetings because the Commission values their opinions. He agreed that we are in afast-moving
world and that Representative Clements has put his finger right on the issue — there are going to be a series of hearings
where the Legislature will ook at gambling overall. Commissioner Forrest addressed the expansion issue, and noted that
current law, which the Legislature hasn’t changed or done anything about, allows unlimited applicants who pass
stringent reguirements of being free from organized crime and who have the financial wherewithal to open cardroomsin
any jurisdiction they are allowed. He believed the real expansion was when the legislation passed allowing as many card
rooms as the market would bear. He thought that may be a good test — maybe card rooms are something that need to be
limited—and that’s alegislative decision. Commissioner Forrest advised that he's not persuaded that changing agame
from ahuman dealer to a machine doing the dealing would be any meaningful expansion. He didn’t believe that if it
moved alittle faster that it would make abig difference. The machines used in thetribal lotteries move fast. The
arguments expressed on behalf of the tribesin their various letters, in his view, address atechnical argument that thisis
in some way more like a slot machine than traditional Blackjack. He found that argument ironical since they’ve received
approval of amachine which is mathematically alottery, but is functionally to him and the public, aslot machine. To
argue that this machine, which isvisible, where anyone can look at it, ismore like aslot machinethanitislike

traditional Blackjack, wastotally unpersuasiveto him. Hefelt that if thisisaslippery slope of some kind, that’ s because
this Commission and/or the Legislature let it become aslippery slope. Any new machines have to come before the
Commission and if the Legislature really thinksthisis bad, they can, of course, ban this machine. The Commissionis
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not preempting something they can’t correct. Commissioner Forrest felt that the arguments have been well made;
however, thisis atechnical argument, which he finds unpersuasive. The policy argument that thisis somehow an
expansion, he couldn’t buy into—it’ s the same game that’ s been played—he didn’t see areal expansion in gambling. He
believed the expansion in this state takes place because they’ ve authorized as many card rooms as the market will bear
and until the Legislature substitutes another standard, the market isthe test. He emphasized that he was prepared to
approve the rule today, and he didn’t think the Commission would be any wiser two months from now.

Chair McLaughlin said shefelt just the opposite—initially she was all for approving this machine because she thought
it was afun game and she didn’t have any trouble with the regulation or the safety for the public. She suggested that
perhapsif it’s such afast game, some of the tablesin the card rooms should be removed. Commissioner McLaughlin
reported that she has changed her thoughts and one of the reasons rel ates to the | etters the Commission hasreceived from
Speaker Chopp, the King County Executive, the Pierce County Executive, and others. She noted that she read them and
doesn’t make light of those letters. She also addressed the packet devel oped by Digideal and affirmed they went through
alot of work to put it together. Commissioner M cL aughlin noted it contained alot of magazine articles that she had
guestions about and wanted to discuss them with the manufacturer. For the record, Commissioner McLaughlin stated
that she would like to wait to make a decision; however, if the voteis called for at thistime, she would vote no. Chair

Orr called for further comments; there were none, and he opened the meeting for public testimony.

Phil Talmadge, Attorney, representing Digideal, subscribed to the view that the Commission should take action on the
rules today, noting thisisthe sixth time they have been before the Commission providing information. He supported
Alternative #1 as drafted by staff because it makes clear that is not an expansion of gambling, it is not video Poker; it is
simply the opportunity to use an electronic facsimile for the traditional cardboard or plastic card. Nothingisbeing done
differently with regard to the scope of gambling in the state of Washington. At thelast hearing, Digideal was asked to
conduct another demonstration at this meeting of the Commission. That has been accomplished. The Commission asked
them to communicate with the ex officio members of the Commission and anyone else who had raised questions about
the product. That was done, and Digideal has sent information to anyone that requested data. Mr. Talmadge reminded
the audience that Digideal has no complaint with the tribes or mini casinos about thisissue. Thisfirm hasbeen very
straightforward with the Commission in its application for arules change, and they are just trying to provide a product
that has nothing to do with any political controversy associated with any other group. What they ask the Commission to
do is simply turn to the language of the ruleitself. Mr. Talmadge acknowledged the Commission has heard alot of
concerns raised from county officials; however, none of them have ever seen this product. Heinvited the
Commissioners to focus on what the proposed alternative rule does. It allows an opportunity for acorporation like
Digideal to apply for approval. Rule approval doesn’t guarantee that the Digideal product is going to be accepted by the
Commission; it simply makes possibl e the opportunity to apply. To be successful, Digideal will haveto meet all the
standards to the satisfaction of the Commission’ s staff. The Commission hastotal control asto the approval of this
process. Digideal will not be able to put its product out in the state of Washington until the Commission saysthat it's
acceptable in terms of thisrule. The rule makes clear that this product is not video Poker because you can't play against
the machine. This product is safer from cheating—one can’t mark the cards, and one can’t deal below the deck with this
computer. From aregulatory perspective the opportunity existsto look at the programming, arecord of all the
transactions exists, unlike the regular dealer system. The rule change before the Commission is simply the authorization
to apply for approval, and to meet the stringent standards the Commission sets. He said Commission staff has analyzed
therule and theissue. There are memoranda from the Assistant Attorney General and commission staff to the
Commission evaluating the authority of the Commission to proceed. Thisisnot an expansion of gambling. The security
for thisissue is ample, the Commission hastotal control of whether or not approval is given to an organization like
Digideal, and he asked for the Commission’ s favorable approval. (Several equipment operation questions were asked
and responded to by Larry Martin representing Digideal Corporation.)

Commissioner McL aughlin expressed concern about public perception and noted that sheis constantly being asked
why we are making Washington more and more like Nevada. She appreciated receiving the packet from Digideal and
noted there are articlesin magazines that deal with gambling. One of the statementsindicated that this machineis no
different in theory fromregular Blackjack yet brings the slot-style look to the ever-so-traditional-look of the gaming pit.
Larry Martin, Digideal, responded that the packet presented a sample or reprint of virtually every article that’s ever

been written about their product. He advised that he didn’t censor the material and that he didn’t have control over what
other peoplewrite. Authorswere freeto express their opinion or their interpretation of the technology. Mr. Martin
stressed that he did not agree with the author. He affirmed their technology is flashy and that it has a certain amount of
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sex appeal and some pizzazz toit. Hedidn’t think it looked like a slot machine and he noted that a slot machine has a
bill or coin acceptor—the player must place money into the machine. A slot machine is agame one plays by sitting in
front of amachine and playing directly against that machine. Thisis atable game played with other people. Mr. Martin
stated that from his perspective as a game designer, players enjoy the interaction of gambling, which iswhy their patent
requires adealer.

Commissioner M cL aughlin asked whether the mini Baccarat table was one of the many things Digideal was going to
invent. Mr. Martin affirmed the company was a game devel opment company—they are not a gambling company,

they’ re not a casino—they are 11 people based in Spokane who have developed and invented a digital card system that
shuffles, deals and displays playing cards as digital card facsimiles. The first game developed was Blackjack because it
isthe largest table gamein the world. They have developed a Baccarat game becauseit is also an existing card game,
and they arelooking at developing a Poker game. Mr. Martin reiterated that the amended rule simply recognizes the
existence of digital card facsimiles. It does not approve any of their technology.

Commissioner McLaughlin verified if Baccarat was allowed. Mr. Fleisher, Deputy Director responded that Baccarat
isalowed in thetribal casinos; it’s not allowed in the house-banked card rooms because it’s not asocial card game. Mr.
Martin explained they would not submit their Baccarat game for approval in mini casinos because the rules don’t allow
it. Chair Orr explained that the Commission isonly considering licensing this Blackjack table.

Senator Prentice noted the legidlative committee was very different from the Gambling Commission, and that they were
going to bein Spokane in September. Sheinvited Digideal to bring their machine and testify before the committee. Mr.
Martin said they would be very happy to display their product at the meeting and also invited the committee to their
showroom, which displays their Blackjack product, the Baccarat product and another game called Bonanza Blackjack.
Senator Prentice said she would work with Mr. Talmadge to develop aschedule. Chair Orr asked if there were other
guestions. Therewere none. He recessed the meeting at 11:05 a.m. and reconvened the meeting at 11:15 and called for
public testimony.

Joe Beck , Executive Director, Washington Indian Gaming Association, said his organization opposes the proposed rule.
The WIGA believed the policy that would be established by that action may open the doorsto a proliferation of these
kinds of devices. He clarified they are not opposed to Digideal per se; they are opposed to the rule and they are
concerned about the precedentsit may set if it isapproved. Furthermore, the organization takes the position that these
types of machines should only be allowed to be sold to governments and not private entities as provided under the Indian
Gaming Regulatory Act. The WIGA believe these machines could potentially become Class || machineswhich are
specifically reserved for economic development purposes for nations. Commissioner Ludwig thought Blackjack was a
Class |1l game. Mr. Beck affirmed it's agame, not amachine. Senator Winsley asked if the tribes would be able to buy
these digital card-shuffling machines. Mr. Beck affirmed the tribes could purchase the system. Senator Winsley
concluded that all wasfair and square if the tribes and the casinos could participate. Mr. Beck responded that he is not
an attorney and would not stray into that area. Interms of the technological arguments that have been put before the
Commission already, he advised that since he is not an engineer, he couldn’t speak to that either. If the issue getsto the
question of alevel playing field, thereisn’'t alevel playing field, specifically because the machinesin place at the tribal
facilities are reserved under IGRA. They are specifically used for economic development purposes—for job creation, for
health care and for public safety.

Commissioner Ludwig asked if a Blackjack table wasaClass 11 gambling device. Director Bishop and Mr. Fleisher
affirmed. Mr. Fleisher went on to clarify that many of the house-banked games that are played are Class |11 under
IGRA. Hefurther stated that IGRA does not reserve Class 11 gaming for tribesonly. Whileit's not under IGRA, at the
time Appendix X was agreed to, the Governor made some commitments to the tribes that the tribal lottery machine or

slot machines would not be approved in Washington. That was generally the agreement that was made regarding slot
machines, tribal lottery machines and the Class 111 devices. Mr. Fleisher noted all the gamesthat are played in the house-
banked card rooms would be classified asaClass 11 under IGRA. Commissioner Ludwig questioned what the tribal
casinos could do under IGRA. Mr. Fleisher responded that IGRA requires that the state negotiate in good faith for any
gambling activity that is allowed in the state for any person. For example, thetribal lottery machineis not allowed for
commercial enterprises or businesses, but it is a device that could be used by the Washington State L ottery under IGRA.
A person, or persons, including governments could conduct that particular game — which was the subject of negotiation.
Mr. Fleisher noted that limited casino-type gaming was allowed on “Reno Nights” for the charities and nonprofits, which
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was the basis of the original negotiations for the table games and other games in the casinos.

Michelle Hansen, Suquamish Tribal Attorney, wanted to note for the record that it isthe Legislature of the state of
Washington that decides whether citizens of Washington are allowed to offer, for instance, alottery to the public. Asof
now, the Legislature has said that is reserved that for the state government -- they are the only entity that can offer that
sort of gaming to the public for government purposes. All of those revenues must go back to the state for governmental
services. Asaresult of the consensual lawsuit, Judge Van Sickle determined that the tribal government could have that
same lottery system. That iswhy the lottery system existsin tribes today and it is not offered and not available to
individual citizens of the state of Washington to offer to the public. She noted that distinction because the proposed
machine has arandom number generator and it has an EPROM. In other words, it startsto move towards machine
gaming as opposed to human gaming. Ms. Hansen emphasized that it’ s the Legislature, and not the Commission, that
should make the decision as to whether or not to move towards machine gaming instead of the traditional gaming. She
expressed concern relating to the comments that human beings are subject to corruption and errors, and that’ s why this
machine is better than human beings. She reminded the audience that surveillance cameras and other means are in place
to ensure that the gaming integrity is maintained. Shereiterated that the Legislature, and not this Commission, needsto
make the policy decision asto whether to move to the machine gaming. She asked the Commission to remember that
there are regulatory differences between the state of Nevada and Washington State. They allow slot machines and so
their regulatory viewpoint is different than what the Commission should have here. Regarding the question about the
cost of theregulation, and staff’ s responsethat it would only take .7 of an FTE and $9,000 worth of equipment—she
reminded the audience that the TGA’ s are onsite everyday and they’ re watching the machinesin thetribal casinos. State
gaming agents are not facilitating that kind of oversight in the enhanced card rooms now. Once the machinesarein the
enhanced card rooms, the Commission would not be watching them on a daily basis. The Commission may review tapes
and do other things, however, she believed staff had greatly underestimated the cost to regulate thiskind activity. Chair
Orr called for other public testimony, and there was none.

Commissioner Forrest made a motion, seconded by Commissioner L udwig to adopt the amendment to WA C 230-40-
070. Commissioner McL aughlin said she would have preferred for the Commission to hold off for amonth or more,

but since that is not going to happen, she announced that she would vote no. Mr. Fleisher asked to clarify whether the
motion to adopt the rule amendment specifically related to Alternative #1? Both Commissioners Forrest and Ludwig
affirmed. Commissioner Ludwig said it was also his understanding that Commissioner Forrest intended to move
adoption with with an effective date as recommended. Commissioner Forrest affirmed. Ms. Patjens noted there are
actually two rules, WAC 230-40-010 and WAC 230-40-070. Jerry Ackerman, Assistant Attorney General, clarified

that .010 references 070. Vote taken: the motion passed with three ayes; Commissioner McLaughlin cast the nay vote.

5. HouseBanked Card Room Phasell Review:
WAC 230-40-803:
Cally Cass-Healy reported that language was added to WAC 230-40-803 to clarify the process for bringing a Phase |
request before the Commission, or for declining to forward the request. Under Subsection 2, there was a change to allow
the director to authorize alicensee to increase all tablesto Phase |1 wagering limits pending approval at the next
scheduled Commission meeting. Language was added so that an operator may receive approval for Phase Il limits prior
to operating six months; however, they could not begin operating at Phase 11 levels until they operated a minimum of six
months. Initialy, staff asked for thisrule to be held over from last month; however, staff is putting the same version
before the Commission, labeled as Alternative 2. Staff also asksthat the rule be effective 31-days after filing. Staff
intends to come forward next month with arule to address circumstances in which a business discontinues operation of
their card room and then reopens after a significant period of time. Staff thought this would be better clarifiedin a
separaterule.

Commissioner M cl aughlin made a motion seconded by Commissioner Forrest to adopt Alternative #2 of WAC 230-
40-803 and that the rule be effective 31 days after filing. Commissioner Forrest verified the result of thiswould be that it
would not have to be more than six months. Ms. Cass-Healy affirmed. Vote taken; motion passed unanimously.

RULESUP FOR DISCUSSION
6. Card Room Promotions:
WAC 230-40-897 and 230-40-455:
Cally Cass-Healy, Assistant Director, noted staff is asking that WA C 230-40-897 be repealed and replaced with WAC
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230-40-455; however, it was placed on the agenda for discussion only this month. Staff will probably file a significantly
different version next month—there have been many policy issues discussed and staff is planning to restructure therule
and will be asking the Commission to allow it to fail in favor of the new rule that they will befiling.

Director Bishop clarified the policy issuesrelate to the issue of gifts and credit and promotionsinvolving additional
gambling incentives. He explained that one of the very first rules the Commission passed stipulated that no gifts and no
credit or loans would be allowed. Currently, there are six or seven exceptions to the rule and the card room people are
asking for additional exceptions. Staff thought it would be an appropriate for the Commission to revisit the entire rule
and will come forward with a proposal that looks at the whole area. Commissioner Forrest clarified staff didn’t want to
repeal anything today, but would set the whole issue over. Ms. Cass-Healy responded this was an agenda discussion
item, so no action was required.

Commissioner Forrest asked staff to briefly summarize whatisand what isn’t allowed. If staff brings arule before
them, he would like to know what staff is thinking before the new ruleis brought forward—what kinds of areas are going
to beimpacted. Director Bishop responded that staff wanted to clarify the confusion between a promotional contest of
chance and actual promotions that involve the gaming itself. By definition, promotional contests of chanceis not
gambling, yet what we have, especially in the card rooms, is atendency to want to mix the two issues. Anyone playing
Blackjack has an opportunity to win aprize. Thereare*Lucky Seat” types of promotions which offer prizes and lotteries
outside of card games. Bingo games and card rooms traditionally have been allowed to give insignificant types of gifts
such as free coffee and free pop, and those things are actually exceptions now, and rightfully so. Director Bishop said
that staff isinterested in what the Commission’s position is on enticementsto gambling. Another issue that has been
raised relates to the question of whether the nonprofits should be able to award as a prize in one gambling activity, a
chance to enter into another gambling activity. Should they allow Bingo prizesto include Pull-tabs? Staff thought this
would be agood timeto talk about all theseissues. Director Bishop noted that staff is being inundated with requests to
do certain things without any clear guidance. Mr. Fleisher said staff would develop something next month starting with
the thought that there’ s already a general prohibition in the WA Cs of giving credit or gifts of any kind. Over the years,
exceptions have been added here and there. He suggested that it may be time to step back and try to bring arule forward
that would address these questions globally, and make it simpler for the licensees and the field agents to enforce.

Commissioner Forrest addressed the RGA audience and urged that if they had strong views on this matter, he would
appreciate aletter written in advance. Although people come forward in the meeting in an attempt to educate the
Commission on various issues, he thought that if the Commissioners had a chance to read the information before the
meeting, it would be most helpful. If thisissue could be explained in awritten form, describing how they see these kinds
of inducements, how significant they are, and how they fit into the operation of the system. Senator Prentice said she's
walked into some establishments that have the SUV or the trip to somewhere exotic for people to win, and she' shad
some question whether thisis aready allowed. Ms. Cass-Healy responded that there are no limitations on the prize that
can be given for apromotional contest of chance, but recently, licensees have been asking for a combination of the
promotional contest of chance versus the promotion, which iswhat staff is concerned about.

Gary Murray, Wizards Restaurant, and member of the RGA, affirmed they would provide aletter to the Commission
regarding their position if they do or do not differ from staff’s point of view. He expressed the RGA’s desire to come to
aworkable situation and he thanked staff for their diligent effortsin working with the RGA. Commissioner Forrest
urged staff to point out any differences; for example, whether thisis exclusively card rooms or to what extent it applies
to nonprofits aswell, plus or minus, and so forth, to help the Commission put the issue in perspective.

7. Petition for Rule Change by Richard Walker and Daniel Blagovich:
WAC 230-04-202:
Amy Patjensreminded the Commission that thisis up for discussion only and final action is scheduled for next month.
She reported that over the past couple of months there have been two different petitions, one from a company called
Wild Bill’s and another from a company called West Coast Casino Parties. These organizations offer services for either
recreational gaming activities or limited fund raising events. These are literally the companies that are supplying the
Blackjack tables and the people to deal the card games. They’re asking that the agency’ s fee be reduced. Right now the
feeis $339 for the limited fundraising events. The petitioners would like to have the fees structured like Oregon'’s,
where the fees range from nothing to $50. Staff believes agency fees need to cover the work that is actually done—the
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licensing of the activities as well the regulation by field agents. Last month, the Commissioners voted to file an
alternative rule with two different fees, one for alimited fundraising event and the regular fundraising events. Ms.
Patjens explained that neither of these activitiesisvery popular. There have only been 10 applicationsfor the regular
traditional fundraising eventsin thelast two years. So far there has been only one application for the new limited
fundraising event activity.

Staff’ s proposal would decrease theinitial fee and offers a further differentiation between whether the organization has
already been licensed once versus coming back for arenewal. When an organization is applying for the first time, there
are certain things that need to be evaluated that are very much apart from what the IRS looks at. An organization hasto
have 15 voting membersin order to be able to conduct gambling and they also must be in existence for 12 months.
Making the additional checks obviously takes moretimethefirst time. The proposed fee for the limited fundraising
eventsis being reduced from $339 to $150 for the first time application, and then $100 for renewals. Staff also proposes
decreasing the fees for the two classes of traditional fundraising event from $339 to $200 and the $571 fee down to $350.
The different classes are based on how many hours the activity is going to be carried on. These fees still allow the
agency to cover their licensing and regulatory costs and may also assist nonprofit organizations. Staff believesthisisa
good compromise and recommends further discussion. Both companies have been informed this would be on the
agenda, but they are not present.

Commissioner McL aughlin asked if Wild Bill’s must get the license or the people having the fundraiser. Ms. Patjens
said the nonprofit organization is responsible. Commissioner McLaughlin clarified there’s no money involved; they're
having a grand opening; they’ ve hired Wild Bill’ sto put on a Reno Night; she asked if they needed alicense. Mr. Fries
explained there are two issues. They can get arecreational gaming activity license for the sponsoring organization or
they can contract with Wild Bills or Dan’s West Coast to put the event on for them without any cost. Commissioner

L udwig noted one of those two petitioners testified in a previous hearing that they have in the past split that cost with the
nonprofit organization. Ms. Patjens affirmed saying that is a choice available; however, it is not mandated.

8. Other Business/General Discussion/ Commentsfrom the Public:
Chair Orr asked if there were any additional public comments. There were none.

Commissioner Ludwig reported that the Commissioners received a copy of ananonymous letter to the Director
regarding Funster's grand opening located in SeaT ac, questioning why they were opening at the $100 betting level.
Commissioner Ludwig asked if Funsterswas formerly Charlie Mac’s. Mr. Fries affirmed. Director Bishop explained

that they’ ve changed their infrastructure. They had an extensive remodel and changed their name, but they are operating
under the same license approved by the Commission and the Phase |1 levels approved by the Commission.

Commissioner Ludwig thought the Commission should note on the record that thisis not anew license. Director Bishop
affirmed and added that prior to this|etter, the situation of aparticular licensee closing for a substantial period of time
and opening at a different scope iswhat prompted staff to bring forward arule specifically addressing what happens
when these types of interruptions in the business occur.

Senator Prentice noted that she’s dealt with this Commission for a numbers of years and she can’t think of any time
where it would be a necessity for an anonymous letter. She emphasized that "anyone who believed there would be some
kind of punishment for being a whistleblower obviously didn’t understand this Commission— we aren’t that kind of
Commission." Director Bishop affirmed that if someone sends an anonymous letter, staff looks at the situation, and he
affirmed there are methods for anyone who wanted to call in, to remain anonymous.

9. Adjournment
With no further business, Chair Orr adjourned the meeting at 11:55 a.m. and announced the next meeting would take
placein Everett on August 9" and 10",

Minutes submitted to the Commission for approval by:

Shirley Corbett
Executive Assistant
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